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KEY ECONOMIC INDICATORS 
(US$ millions; see note below about yearly basis) 


FY89/90 FY 90/91 FYy9l(e) CY¥1992(p) 
DOMESTIC ECONOMY 
Population (millions) 23 
Population Growth (pct) . 9 
Per Capita GDP (US$) 79 
Nominal GDP (billions of US$) 
Real GDP (pct change) 
GDP Deflator (pct change) 
Consumer Price Index (pct change) 


PRODUCTION AND EMPLOYMENT 
Labor Force (millions) 
Fiscal Surplus/ (Deficit) (pct GDP) 


BALANCE OF PAYMENTS (CY) 

Exports (fob) 

--Fish Products 

--Phosphate Products 

--Peanut Products 

Imports (fob) 

Merchandise Trade Balance 

Foreign Debt (Public - av. over 1 yr) 
Debt Service Paid (after rescheduling) 
Debt Service Owed (before rescheduling) 
Debt Service Ratio (pct) 

Average Exchange Rate (US$1 = CFAF) 


FOREIGN INVESTMENT 
U.S. Direct Investment 
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-S. MERCHANDISE TRADE 

S. Exports to Senegal (fas) (CY) 

S. Imports from Senegal (cif) (CY) 
S. pct of Senegal's Exports (CY) 
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pct of Senegal's Imports (CY) 
Bilateral Aid (U.S. FY) 
conomic Assistance 
Military Assistance 
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Principal U.S. Exports to Senegal: Rice, Sulfur, Tobacco, 
Principal U.S. Imports from Senegal: Oil, Peanut Oilcake 


= Not available; (e) = Estimate; (p) = Projected. 
Yearly basis: fiscal years (FY) 89/90 and 90/91 end June 30; 1992 is a calend 
year (CY). The 1991 FY is a transitional 18-month FY to December 31, 1992. 
Sources: Government of Senegal Ministry of Finance, IMF, World Bank, 
USAID/Senegal, Embassy estimates, U.S. Department of Commerce. 





SUMMARY 


Senegal's economy is dominated by agriculture, particularly 
peanut production, phosphates, fishing, and tourism. It is 
highly vulnerable to declining rainfall, desertification, and 
changes in world commodity prices. Population growth since 
independence in 1960 has roughly matched economic growth. In 
1991 there were 7.5 million Senegalese; their average per 
capita income was under $800. Another million Senegalese 
lived abroad. Rural to urban migration is strong, although 
urban unemployment is 25 percent. Estimates are that up to 
60 percent of economic activity is in the informal sector. 


Imports are dominated by food (28 percent in 1990) and by 
petroleum products (13.5 percent). France supplied 37 
percent of 1990 imports, while the United States supplied 4.1 
percent (primarily rice under concessional U.S. Government 
financing). Senegal ran a merchandise trade deficit in 1990 
equivalent to 17 percent of GDP. 


Since 1979 Senegal has been pursuing a long-term structural 
Stabilization effort aided by the International Monetary Fund 
(IMF), the World Bank, and bilateral donors. The focus is on 
strengthening the private sector, liberalizing the economy, 
and making government smaller and more efficient. Reforms 
have substantially reduced the fiscal deficit, the current 
account deficit, and the rate of inflation. 


Senegal depends on foreign assistance, which in 1991 provided 
net funds equaling about 26 percent of central government 
budget revenues, with total inflow near $600 million. 

Despite annual Paris Club reschedulings of official bilateral 
debt, Senegal had to dedicate to external debt service about 
40 percent of expenditures in the FY 91/92 budget. 


In November 1991, recognizing progress in restructuring, the 
IMF disbursed the final tranche of Special Drawing Rights 
(SDR) 47.5 million (about $65 million) from the 3-year 
"Enhanced Structural Adjustment Facility” (ESAF). IMF 
targets run through the end of 1992. As of August 1992, 
Senegal has run up new arrears and has a cash flow crisis. 
It has failed to meet conditions for the third and last 
tranche of the World Bank's fourth Structural Adjustment Loan 
(SAL-IV). Because of presidential elections scheduled for 
February 1993, the government is reluctant to take further 
austerity measures. 


Monetary policy is determined by the West African Central 
Bank (BCEAO), serving seven countries which were formerly 
possessions of France. Pegged to the French franc at a rate 
unchanged since 1948 (50 CFAF: 1 FF), the CFA franc is 40-50 
percent overvalued in Senegal. Tight monetary policy 
contributes to depressing business activity, but holds 
inflation to about 2 percent annually. 





CURRENT ECONOMIC SITUATION AND TRENDS 


From 1988 to 1991 Senegal's economy grew 2.6 percent on 
average in real terms. The goverment expects 5.3 percent 
growth in 1992, which appears too optimistic. 


Agriculture produces only 12 percent of GDP, but 80 percent 
of the population derives its income from the sector. Crop 
yields vary greatly according to rainfall. There is periodic 
drought. The export of peanut products and susidiary 
processing activities are important components of GDP. 


The value of exports rose strongly in the late 1980s, from 
$689 million in 1987 to $914 million in 1990. It has 
remained approximately constant since that time, sufficient 
to finance about 75 percent of imports. 


Three major trends in exports will be apparent in the 1990s. 


o Earnings from exports of peanut oil and cake are 
expected to fall sharply, from $159 million in 1990 
to about $73 million in 1992, due to lower world 
prices and technical problems in dealing with aflatoxins. 


Sales of unprocessed phosphate will be stagnant and 
directed primarily to India, since the Senegalese 
product contains a level of cadmium unacceptable to 
European markets. European Community-financed 
investments in facilities to produce phosphoric acid 
have helped maintain the industry's earnings. 


Fish exports will face increased competition from southeast 
Asia, and processors may find it difficult to meet European 
Community hygiene norms by the 1993 deadline in order to 
continue to sell to Europe. Only 40 percent of fish 
exports by volume are sold there, but these yield 70 
percent of fisheries export earnings. 


Secondary industrial exports include 90 percent of Senegal's 
fertilizer production (worth $32 million in 1991) and exports 
of refined petroleum ($15 million in 1991). Most secondary 
industrial exports go to the Economic Community of West 
African States (ECOWAS), where they are highly protected. 
High factor costs in Senegal generally make its manufactures 
uncompetitive in other markets and dependent upon protective 
tariffs to preserve domestic market share. Most industrial 


plant is outmoded. The average capacity utilization rate is 
60 percent. 


Imports rose 5 percent from 1990 to 1991 to total about $1.2 
billion, due-to-higher than expected food needs, imports of 
material and equipment for a new hotel and conference center 
in Dakar, and higher prices for petroleum. Imports for 1992 
are projected to remain at about the same level. 





STRUCTURAL ADJUSTMENT PROGRAMS 


Senegal has been deeply involved with the IMF, the World 
Bank, and bilateral donors in stabilization and economic 
restructuring efforts since 1979. The Paris Club of 
official bilateral creditors has rescheduled Senegal's debt 
annually since 1981. 


Significant progress was made throughout the 1980s in 
lowering the fiscal and trade deficits and inflation. In 
the 1990/91 fiscal year, the government had a fiscal surplus 
on a cash basis equivalent to 0.2 percent of gross domestic 
product, the first surplus since well before structural 
adjustment began. 


In recent years the government has carried out a major 
program of privatization of the parastatal enterprises, 
reducing or eliminating state holdings in 25 of the 
approximately 40 institutions targeted. Long-running 
negotiations with the World Bank and donors over the Program 
of Structural Adjustment in Agriculture (PASA) center on 
reducing the government role in processing and marketing, 
and liberalizing prices of cash crops and rice. 


In November 1991, the IMF approved Senegal's progress under 
its Enhanced Structural Adjustment Facility (ESAF), 
releasing the third and final ESAF tranche. The agreed 
program runs through the end of 1992. As of early July 
1992, it appeared that revenue targets have been met. 
However, internal and external arrears have risen instead of 
being eliminated, and there is a cash flow crisis. The 
government is in urgent consultations with the IMF in hopes 
of concluding a revised program to qualify for more budget 
support. 


Sluggish economic conditions have played a role in creating 
budget difficulties. The government has also carried out 
some agreed measures only after lengthy political 
consultations and administrative delays. It failed in an 
undertaking to curtail civil service hiring, which was one 
factor in overshooting by about 10 percent (some $49 
million) the target ceiling agreed with the World Bank for 
the civil service wage bill. This ceiling was a condition 
for the third and final tranche of SDR 18.7 million (about 


$26 million) in the World Bank's Structural Adjustment Loan 


Also required by the SAL-IV agreement was amendment of the 
relatively restrictive Labor Code to allow employers more 
flexibility in making layoffs in response to economic 
conditions. Though the government endorsed the changes, it 
has now delayed almost a year in putting them to the 
legislature for a vote. There is apprehension of protests 
from the strong Senegalese labor unions. 





The government sees little scope for further adjustment 
because of upcoming national elections in February and May 
1993. President Abdou Diouf, in office since 1981, is 
expected to run again. Diouf's Socialist Party has 
dominated Senegal since 1960. He persuaded two major 
opposition figures to take cabinet positions in April 1991. 
Economic austerity or civil unrest might upset these 
delicate arrangements. 


The government and the World Bank plan to convene a 
consultative group of international financial institutions 
and bilateral donors to examine Senegal's economic prospects 
once an IMF program is agreed. The last previous 
consultative group meeting occurred in 1987. 


BALANCE OF PAYMENTS 


The deficit on current account widened from $175 million in 
1990 to $198 million in 1991, due to higher imports and a 
drop in export earnings from peanut oil and peanut cake. In 
1992 the deficit is expected to return to about $175 million. 


Foreign grants to the public sector have had a positive 
effect on the current account, totaling about $265 million 
annually in 1990-91 and projected at $295 million in 1992. 


Capital account flows went almost exclusively to the public 


sector, which received about $94 million in 1990 and $65 
million in 1991. The 1992 total is expected to approach 
$200 million. The private sector showed a net disinvestment 


in Senegal of about $13 million in 1990 and about $4 million 
in 1991. 


EXTERNAL DEBT 


Senegal's public external debt was $2.745 billion in 1990, 
equivalent to 49 percent of GDP. The average interest rate 
was 1.8 percent; average maturity was 33 years with an 
average grace period of 9 years. Debt service in 1992 is 
projected to be $339 million. A Paris Club meeting to 
reschedule official bilateral debt is possible in late 
1992. Reschedulings reduced debt service by about $105 
million in both FY 1990/91 and FY 1991/92. 


MONETARY POLICY AND COMMERCIAL FINANCE 


Senegal is one of seven member states of the West African 
Monetary Union (UMOA), using the CFA franc (CFAF) issued by 
the West African Central Bank (BCEAO). The CFAF has been 
pegged since 1948 at CFAF 50=1 French franc (FF) through an 
operations account at the French Treasury. The divergence 
of economic conditions over time without adjustment of 





parity has resulted in overvaluation currently estimated at 
40-50 percent for Senegal. This overvaluation has had an 
adverse effect on industrial production and the trade 
balance, stimulating demand for imports and reducing exports. 


The 1980s brought a protracted banking crisis in West 
Africa. Banking supervision was inadequate, and loan 
decisions were too often made on political criteria. In the 
late 1980s many banks failed in the UMOA. The BCEAO greatly 
tightened monetary policy by enforcing strict bank-by-bank 
credit ceilings, and in 1989 the overnight deposit rate for 
member banks was raised to 1l percent per annum (essentially 
risk-free and still in effect). These measures helped to 


reduce capital flight and brought inflation within UMOA to 
about 2 percent. 


Helped by donor and BCEAO financing, Senegal has closed 
insolvent banks and begun efforts to recover outstanding bad 
debt (amounting to about $875 million, almost half of the 
domestic portfolio). Banking in Senegal is now dominated by 
three banks closely tied to French counterparts. Commercial 
banks are highly liquid and maintain as much as $250 million 
on overnight deposit at the BCEAO. Few domestic enterprises 
can obtain credit. Bank lending rates are capped at 16 
percent, so banks make marginal earnings of only 5 percent 
for risk-taking. Firms actually pay 18.75 percent on 
commercial borrowings, including a bank transactions tax. 


France and UMOA member states strongly reject the 
possibility of a CFA franc devaluation. Business elites in 
Senegal and potential investors are concerned by the 


inflationary impact and other uncertainties a devaluation 
would cause. 


IMPLICATIONS FOR THE UNITED STATES 


Trade. The greatest potential for U.S. exporters remains in 
the areas of food (especially cereal crops), agro-industrial 
equipment and parts, and industrial supplies. Low-cost 
consumer goods from the United States such as cosmetics and 
personal care products are popular. The modern port of 
Dakar serves as an important transshipment center for 
cargoes destined to other African countries; on average two 
U.S. flag carriers a month offload their goods. 


Reduced customs and value added tax (VAT) rates were 
implemented in May 1992 on selected imports. Goods 
previously charged a 50 percent customs duty are now taxed 
at 30 percent and those that were at 30 percent are now 
charged 20 percent. The VAT was cut from a flat 30 percent 
to two categories of 10 and 7 percent. The tax reductions 
should lead to greater importation of foreign goods. 





Other changes adopted in 1992 include requirements for 
preshipment inspection of Senegal cargoes by the firm 
Societe General de Surveillance (SGS), as well as an import 
declaration permit, on all imports (fob) over CFAF 500,000 
($2,000). SGS's New York phone number is: 212-482-8700. 


Investment. The Government of Senegal seeks to encourage 
foreign investment. To date it has met only limited 
success, especially among non-French interests. A "One-Stop 
Window" ("Guichet Unique") at the Finance Ministry acts as a 
clearing house to obtain expeditious approval of all 
formalities associated with investment in Senegal. There 
are prospects for productive investment in fishing, mining, 
petroleum exploration, and agro-industry. 


In early July 1992, the Prime Minister announced that the 
Investment Code would be further modified to provide some 
additional incentives for foreign direct investment. The 
code already provides for free transfer of capital and 
profits and for exemption from duty on imports of capital 
equipment for new investment. The Dakar Industrial Free 
zone allows firms to arrange to import duty-free inputs for 
production of goods for export. Similar "free point" 
factories may be located elsewhere in Senegal upon approval. 


The government is seeking financing and expertise to 
establish a "Technical City" ("Technopole") to be located 
near Dakar. The installation is planned to attract 
high-technology service enterprises which might employ 
Senegalese graduates of universities and technical schools. 


Doing Business in Senegal 


The principal language of international business in Senegal 
is French. Only very few business persons in Senegal can 
communicate comfortably in English. Professional 
interpretation is available but costly. 


The United States Embassy offers assistance and counsel to 
U.S. business travelers. They should contact the 
Economic/Commercial Officer well in advance by telefax at 
(221) 22.29.91. The Embassy telephone number is 

(221) 23.42.96. Correspondence may be sent by domestic U.S. 
mail to the Economic-Commercial Section, U.S. Embassy Dakar, 
Dept of State, Washington DC 20521-2130 (transit time: 2 
weeks), by international airmail to B.P. 49, Dakar, Senegal 
(transit time: variable, about 10 days) or by an 
international air express company (transit time: 3-4 days). 


U.S. business representatives may also contact the Commerce 
Department Desk Officer for Senegal by telephone at 
202-377-4388 or by mail at the International Trade 
Administration, Rm. 3317, U.S. Department of Commerce, 
Washington DC 20230. 





